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The Community Rei nvestnent Act (CRA) requires each federal
financial supervisory agency to use its authority when

exam ning financial institutions subject to its supervision,
to assess the institution's record of neeting the credit
needs of its entire community, including | ow and noderat e-
i ncome nei ghbor hoods, consistent with safe and sound
operation of the institution. Upon conclusion of such

exam nation, the agency nust prepare a witten eval uati on of
the institution's record of neeting the credit needs of its
comruni ty.

Thi s docunent is an evaluation of the Conmunity Rei nvest nent
Act (CRA) performance of Manor National Bank prepared by The
Ofice of the Conptroller of the Currency, the institution's
supervi sory agency, as of July 23, 2001. The agency rates
the CRA performance of an institution consistent with the
provi sions set forth in Appendix Ato 12 CFR Part 25.

I NSTI TUTION' S CRA RATING This institution is rated SATI SFACTORY

The primary factors supporting the bank’s overall rating include:

. The average | oan to deposit ratio neets the standard for
satisfactory perfornmance
since it conparable to peer group |oan to deposit averages.

. The | evel of lending inside the assessnent area neets the
standard for satisfactory performance since a substanti al
maj ority of sanpled | oans originated during the exam nation
period are within the AA

. The distribution of sanpled | oans originated during the
eval uati on period anong borrowers of different inconme |evels
neets the standard for satisfactory performance since it is
reasonabl e consi dering area denographics.

. The distribution of sanpled | oans originated during the
eval uation period anbng assessnent area geographi es neets
the standard for satisfactory performance since it is
reasonabl e consi dering area denographics.



DESCRIPTION OF INSTITUTION

Manor National Bank (M\B) is a $16 mllion, independently owned
comunity bank | ocated in Westnorel and County Pennsyl vania. The
bank is headquartered approxi mately 25 m | es sout heast of
Pittsburgh, Pennsylvania in the town of Manor PA. NMN\B operates
one branch and one autonated teller nachine (ATM in Manor PA
where MNB's headquarter/adm nistrative offices are housed. VNB
is a conmunity bank which offers basic deposit and | oan products.
Loan products include residential real estate nortgages and
consuner loans. Historically MNB's business focus has been on
residential nortgage and consumer | ending and the bank has not
of fered comercial |oans. However, M\B has underwitten a few
nort gages for borrowers using real estate for rental incone
pur poses.

MNB received a "needs to inprove" rating as a result of the

previ ous CRA eval uation, which was conducted as of Septenber 17,
1996. MN\B's "needs to inprove" CRA rating resulted froma | oan
to deposit ratio, which did not neet the standard for
satisfactory performance. M\B's | oan to deposit ratio was | ow
conpared to peer group ratios for the sane period because M\B had
experienced a substantial increase in deposits.

Net | oans represent 46% of M\B's assets. NM\B's |oan portfolio is
broken down by dollar volunme as follows: 93%or $7.3 million in
residential real estate loans and 4%or $.2 mllion in consuner
install ment |oans. The remai nder of the loan portfolio is
conposed of non-farm non-residential real estate loans primarily
rental income properties. There are no financial or |egal

i npedi ments that would preclude M\B from | endi ng.

DESCRI PTI ON OF ASSESSMENT AREA

M\B has identified fifteen whole, contiguous census tracts (CTs)
or geographies as its assessnent area (AA). The AAis situated
within the northwestern portion of Westnoreland County in
Pennsyl vani a. Westnorel and County is |ocated wthin the
Pittsburgh Metropolitan Statistical Area (MSA). MB' s AA
surrounds the bank's single branch where the
headquarters/adm ni strative offices are housed in Manor, PA
M\B's AA is conposed prinmarily of m ddl e-i ncone geographi es,
which total eleven. The renmaining AA geographies, which are
upper - and noderate-inconme, total one and three respectively.
The bank’s AA contains no | owincone geographi es.

The geography in which the bank operates its only branch is

desi gnated as a m ddl e inconme geography. An ATMis situated at

t he bank's branch | ocation. The town of Manor is physically
isolated by hilly terrain frommaj or area thoroughfares, other AA
towns, business and comercial districts. Limted, secondary
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road access has resulted in a | ack of business or commerci al
devel opment in the small town of Manor. This geographic
isolation limts MNB's visibility, accessibility, and marketing
options. The AA conplies with all regulatory requirenents and
does not arbitrarily exclude | ow or noderate- incone areas.

Denographic informati on derived from annual |y updated HUD dat a
was used to anal yze the bank’ s | ending distribution anong
borrowers of different incone |levels. HUD data updated for 2000,
reports the nedian famly income for the bank’s AA to be $44, 600.
AA denographic information derived fromannually updated HUD
data, reports that of AA famlies 17% 20% 26% and 38% are of

| ow-, noderate-, mddle- and upper-incone respectively.

Denographi ¢ data collected during the 1990 census is used to

anal yze the bank’s | ending distribution anobng AA geographi es.

The 1990 census reports the population of MNB's AA to be 75

t housand. Census data also reports that within the bank’ s AA
owner occupi ed housing represents 96% of housi ng, the nedi an
housi ng val ue equal s $57,586 and the nedi an year built for AA
housing is 1959. The mpjority (73%, of househol ds are supported
by wage or salaried jobs. However, 9% of househol ds are
considered to be at or bel ow poverty level. These AA denographic
factors restrict residential |oan demand from | ow i ncone
borrowers inpacted by issues of housing availability and
affordability.

The | ocal econony has denonstrated nodest growth during the
1990s. Westnoreland County has mrrored Pittsburgh as its econony
has stabilized since experiencing significant problens the early
and md 1980's. Enploynent within the AA is diversified.

Enpl oynment opportunities are available in the retail trade and
service industries, as well as in manufacturing and government.
Many area residents conmute to Pittsburgh and its nearby suburbs
in Al egheny County or alternatively to Greensburg, PA, the
county seat in Westnoreland County. Lower taxes and avail abl e
real estate in Westnoreland County have resulted in the area
establishing itself as a bedroom comunity of Pittsburgh.
Consequently, the area has devel oped an upscal e housing market to
serve comruting residents.

Banki ng conpetition within M\B's trade area is strong. The

nort hwestern portion of Westnoreland County, is heavily banked as
it borders on Al egheny County where Pittsburgh is located. 1In
addi tion, northwestern Wstnorel and County houses G eensburg the
County seat. Conpetition consists of financial institutions,

whi ch are substantially |arger, nore sophisticated and nore

vi si bl e and accessible than is MNB. The |arger, nore

sophi sticated profile of the conmpeting financial institutions
allows themto offer a greater variety of products and services
than M\B is able to provide. Conpetition includes three regional
banks, which have established a strong area presence as well as
nore |locally based credit unions, thrifts and community banks.

Di scussion with bank managenent confirmed that within the AA



credit needs continue to be concentrated primarily in housing
rel ated financing.

Exam ners contacted the Executive Director of the Norw n Chanber
of Conmerce. The | ocal organization serves the Irwin, North
Irwn and North Huntington areas of Westnoreland County. The
pur pose of the organization is to provide support to the | ocal
area and encourage community devel opnent. The contact descri bed
| ocal econom c conditions as inproving. The contact identified
housi ng related financing, as a community credit need. In
addition, the contact described the performance of | ocal
financial institutions as favorable in both neeting conmunity
credit needs and responsiveness to opportunities for comunity
participation. The contact stated that |ocal "financial
institutions are successfully supporting comunity banki ng and
credit needs."”

SAMPLI NG

M\B | oan data was col |l ected through a random sanpl e conposed of
30 residential nortgage | oans originated to borrowers | ocated

i nside and outside of the bank’s assessnent area over the

eval uation period. Residential nortgage |oans, originated over
the period, were selected for sanpling since residential real
estate | oans represent 94% of the bank's |loan portfolio and are
considered to be the bank’s primary | oan product for the period.
The | oan sanple was used to anal yze the bank’s record of
originating loans inside its AA as well as its record of

di stributing | oans anong AA borrowers of different incone |evels
and AA geogr aphi es.

CONCLUSI ONS W TH RESPECT TO PERFORVANCE CRI TERI A

Loan to Deposit Analysis

< M\B's | oan to deposit ratio neets the standard for
satisfactory performance since it is conparable to the
average loan to deposit ratio exhibited by |ocal peer banks.

To assess M\B's |l evel of lending activity we collected and

anal yzed | oan to deposit data for MNB and | ocal peer banks for
the previous 12 quarters. MB' s level of lending activity is
reasonabl e conpared to the |l ending activity of peer banks. M\B's
current loan to deposit ratio equals 55% and for the previous 12
guarters averaged 48% This level of lending is conparable to
the |l evel of |ending achieved by the bank's |ocal peer group,

whi ch currently equal s 54% and averaged 50% over the sane 12
guarters. Peer banks included tri-state area banks with assets of
$30 mllion or less operating within a 15 county area in



sout hwest ern Pennsyl vani a, the West Virginia panhandl e, and
sout heast ern Chi o.

M\B's current loan to deposit ratio denonstrates an increasing
trend in M\B's lending level. M\B s conparatively low loan to
deposit ratio during the previous evaluation period of 26%
resulted fromdeposit growth, which had nearly doubl ed during the
1990s. The recent increase in M\B's |oan to deposit ratio
resulted fromgrowmh in M\B's |oan portfolio of 89% bet ween
Decenber 31, 1997 and Decenber 31, 2000. MN\B has achi eved steady
| oan growm h despite the extent to which | oan demand i s hanpered
by area denpgraphics. NM\B operates in a context in which the
bank is geographically isolated and faces heavy conpetition.

In addition, a substantial portion of M\B's | oan demand can be
attributed to requests for |ower dollar anount | oans.
Specifically, of sanpled residential nortgage |oans, granted
during the evaluation period, 87% were originated for dollar
amounts | ess than or equal to $100,000 and 50% were ori gi nat ed
for amounts | ess than or equal to $60,000. Consequently, M\B has
originated a conparatively |arge nunber of |ower dollar anmount

|l oans in order to achieve the growh it has experienced in its

| ending level. Therefore, M\B's has achieved a | evel of |ending
conparable to its peer group despite area denographics and the
context in which M\NB operates.

Lendi ng in Assessnment Area

< MIB's lending in its AA neets the standard for satisfactory
performance. The substantial majority of sanpled
residential nortgage |oans were originated within the bank’s
AA.

Data froma sanple of 30 residential nortgage | oans originated in
the AA, during the evaluation period was coll ected and anal yzed.
This anal ysis was performed to assess M\B's level of lending in
its AA.  As indicated below, data derived fromour sanple of
residential nortgage |loans originated for the period reveal ed
that 73% of sanpl ed | oan volunme and 77% of sanpled | oan dollars
were originated within MNB s AA. This level of AAlending is
considered to be reasonable since a substantial majority of

sanpl ed, residential nortgages were originated within the AA

The following table details the distribution inside and outside
of the AA of sanpled residential nortgage | oans, originated by
MNB over the eval uation peri od.

LENDI NG | NSI DE VS QUTSI DE THE ASSESSMENT AREA



I nsi de Qut si de Assessnent
Assessnent Area Area Total s
. $000 Hit## $000 Hi $000
Residential 22 $1,835 8 $548 30 $2, 383
Mortgage
Loans 73% 77% 27% 23% 100% 100%
Lending to Borrowers of Different |ncones
< MNB' s distribution of sanpled residential nortgage | oans

anong AA borrowers of different incone |evels neets the
standard for satisfactory performance since it is reasonable
consi deri ng AA denographi cs.

Denographi ¢ data conpiled during the 1990 census for the MNB' s AA
categorizes the inconme |levels of AA famlies as foll ows:

) 17% of AA famlies are lowincone famlies

) 20% of AA famlies are noderate-incone famlies
) 26% of AA famlies are mddle-inconme famlies

. 38% of AA famlies are upper-incone famlies

M\B'S record of originating residential nortgage | oans anong AA
borrowers of different incone |levels is reasonabl e considering AA
denogr aphi cs. Data derived froma sanple of 22 residenti al
nortgage | oans originated by MNB in its AA during the eval uation
period, was collected and anal yzed. The anal ysis was perforned
to assess M\B's record of dispersing residential nortgage | oan

ori ginations anong AA borrowers of different incone |evels as
conpared to the income |evels of AA famlies.

AA denographi ¢ information derived from annual |y updated HUD
data, reports that of AA families 17% and 20% are of | ow and
noder at e-i nconme respectively. Lowinconme AA famlies by
definition are famlies with annual inconmes bel ow $22, 300.
Moder at e-i ncone AA famlies by definition are famlies with
annual incomes between $22, 300 and $35, 680.



As indicated below, data derived fromour sanple of residential
nortgage | oans origi nated over the evaluation period, reveal ed

t hat sanpled | oans originated to | ow and noderate-i ncone
borrowers represented 5% and 27% of sanpled | oan vol une and 3%
and 18% of sanpled | oan dollars, respectively. This |evel of
residential nortgage lending to borrowers of different income

| evel s is reasonabl e consi dering the denographic context in which
M\B oper at es.

M\B's record of |lending to noderate-incone AA borrowers is strong
conpared to the percentage of noderate-inconme AA famlies. The
vol une of sanpled residential nortgage | oans originated by M\B to
noder at e-i nconme borrowers exceeds the percentage of noderate-

i ncone borrowers residing within M\B's AA

M\B's ability to extend residential nortgage |loans to | owincone
borrowers, however, is hanpered by AA denographi cs.

Specifically, of households in the bank’s AA 15% of the AA
popul ation is age 65 or ol der and 22% of the AA househol ds are

conprised of retired residents. |In addition, 33% of area
househol ds derive inconme fromsocial security and 9% are
considered to be at or bel ow poverty level. The percentages of

retired, senior, AAresidents and limted income, AA househol ds
restrict residential nortgage demand particularly froml ow i ncone
AA fam lies.

Limted residential nortgage |oan demand from | ow -incone
famlies may be attributed to many |l owincone famlies consisting
of nore senior, long tine residents who have al ready owned and
occupi ed residences in the area for many years. For this segnment
of the popul ation, often housing needs tend to shift from owner
occupi ed housing to apartnent living. Therefore the bank’s
opportunity to originate residential nortgage |loans to | ow
-incone borrowers is limted by area denographics.

Neverthel ess, M\B is responsive to the needs of AA borrowers as
denonstrated by the percentage of sanpled residential nortgage

| oans originated for the relatively smaller dollar anounts needed
by | ow and noderate-income borrowers. Specifically, of sanpled
residential nortgage |oans, 87% were originated for dollar
amounts | ess than or equal to $100, 000 and 50% were ori gi nated
for amounts | ess than or equal to $60, 000.

M\B is al so responsive to the needs of AA borrowers for whom hi gh
cl osing costs represent a barrier to obtaining home purchasing.
M\B offers residential nortgages with PM, no points and m ni ma
cl osing costs as the bank does not charge the borrower
application, commtnent, or processing fees in conjunction with

| oan closings. Cosing costs are mnimal and represent costs
typically passed on to borrowers for recording, credit reports,
and title insurance which, M\B has historically waived for
nortgages in dollar amounts | ess than $100, 000.



The follow ng table details the distribution of sanpled
originated by M\B over the eval uation
inconme | evels period as

resi denti al

period ,

nor t gage | oans,
anong AA borrowers of different

conpared to the inconme |evels of AA famlies.

LENDI NG TO BORROVERS OF DI FFERENT | NCOVE LEVELS

Low I ncone | Moderate M ddl e Upper
Fam | i es | ncone | ncone | ncone Tot al s
Fam |l i es Fam |l ies Fam |l i es

AA 17% 20% 26% 38% 100%
Families $00

Hit#H 0 #### | $000 | #### | $000 | #### | $000 || #### $000
Residential 1 |s57| 6 $3z6 | 6 |s$362 | o |¥L0 22 | $1,835
Mortgage
Loans 5% 3% 27% 18% | 27% | 20% | 41% | 59% | 100% 100%
CGeographic Distribution of Loans
< M\B' s distribution of sanpled residential nortgage | oans

anong AA geographies neets the standard for satisfactory
performance since it is reasonabl e considering AA
denogr aphi cs.

Denogr aphi ¢ data conpiled during the 1990 U. S. census for the
M\B’' s AA indicates that avail able owner occupi ed housing is
di spersed t hroughout the AA as foll ows:

. 0% of AA owner occupied housing is in |owincone
geogr aphi es

. 12% of AA owner occupied housing is in noderate-incone
geogr aphi es

. 71% of AA owner occupied housing is in mddle-

i ncome geogr aphi es

. 17% of AA owner occupi ed housing is in upper-

I ncone geogr aphi es

M\B's record of originating residential nortgage | oans anong AA
geogr aphi es i s reasonabl e consi deri ng AA denographics. Data
derived froma sanple of 22 residential nortgage | oans originated
by MNB within the AA, over the evaluation period, was collected
and anal yzed. The sanpl e contai ned nortgage | oans originated in
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a majority of AA geographies. The analysis was perfornmed to
assess the MNB's record of dispersing residential nortgage |oans
anong AA geographies conpared to the availability of AA owner
occupi ed housing. O all owner-occupied housing available within
the AA, only 12%is located wthin the AA's noderate-incone

geogr aphi es.

As indicated below, data derived fromour sanple of residential
nortgages originated in the AA during the eval uation peri od,
reveal ed that sanpled | oans originated within noderate incone
geogr aphi es represented 5% and 3% of the sanpled | oan vol une and
sanpl ed | oan dollars respectively. This |evel of residential
nortgage | ending within noderate-incone AA geographies is
reasonabl e considering the availability of area owner occupied
housi ng and the denographic context in which MNB operates.

M\B's record of originating residential nortgage |oans within
noder at e-i ncome AA geographies is reasonabl e considering the
limted availability and | ocation of owner occupi ed housing

wi thin these noderate-incone AA geographies. The vast mgjority,
88% of all owner-occupi ed housing available within the AA is

| ocated in the AA's m ddl e- and upper-incone geographies. Al so,
growh in the AA' s avail abl e owner occupi ed housing is centered
in the upscal e housing market as the area has devel oped as a
bedroom community of greater Pittsburgh

In addition, opportunities for originating residential nortgage

| oans i n AA noderate-incone geographies is hanpered since two of
three of the AA's noderate-inconme geographies are |ocated in the
Cty of Jeannette. The City of Jeannette PAis situated on the
eastern outskirts of M\B's AA, away from M\B' single branch which
is located in the mddle income geography of Manor, PA. The town
of Manor is also |located anay fromthe AA's main thoroughfares
and surrounded by hilly terrain, which serves to physically

i solate M\B from AA geographi es not i mediately adjacent to its
branch. Simlarly, Manor PA, the location of MNB's only branch,

| acks busi ness and/or commerci al devel opnent, which would serve
to attract customers from non-adjacent geographi es.

Therefore, two of the AA's three noderate-incone geographies are
geographically separated fromwhere M\B has established its
presence. In addition, residents of the Gty of Jeannette are
also likely to patronize |ocal credit unions associated with
maj or area enployers. The City of Jeannette is also situated
m dway between Manor, PA where M\B operates its branch, and

G eensburg PA, a nmuch larger city in which M\B faces heavy
conpetition. Therefore, Jeannette | oan applicants may be nore
i kely, when seeking nortgage financing, to travel east towards
the nore heavily banked city of Geensburg than to travel west
towards the small town of Manor. No unexpl ained or conspi cuous
gaps in geographic |lending distribution were not ed.

The follow ng table details the distribution of sanpled
residential nortgage |oans, originated by M\B over the eval uation
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peri od, anong AA geographies as conpared to the availability of
owner occupi ed housing within the AA geographies.

GEOGRAPHIC DISTRIBUTION OF RESIDENTIAL MORTGAGE LOANS

Owner
Occupied
Housing

Residential
Mortgage
Loans

Low | ncone | Moderate M ddl e Upper
Geographie | Income | nconme I ncomne Total s
S Geogr aphi es Geogr aphi e | Geogr aphi es
S
0% 12% 71% 17% 100%
wini | SO0 | smmw | 8000 | #maw | $000 | wawn | $000 | #ma# | $000
$1,3
0 $0 1 $60 16 51 5 $424 22 $1, 835
0% 0% 5% 3% 72% | 74% 23% 23% 100% 100%

Response to Conplaints

No conpl ai nts have been received since the | ast exam nation.

Record of Conpliance with Anti-Di scrimnation Laws

Anal ysi s of public comments and consuner conpl ai nt

i nformati on

from 1997 t hrough 2000 was performed according to the OCC s ri sk

based fair
i nformati on,

| endi ng appr oach.

Based on an anal ysis of the
the OCC determ ned that a conprehensive fair

| endi ng

exam nation did not need to be conducted in conjunction with this

CRA eval uati on.

The nost

recent conprehensive fair

exam nation was perfornmed in 1997.
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